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SECTION |I. MARKET OVERVIEW

é Nigeria s population is gpproximatey 120 million and grows at about 3% per annum. The country aso offers
U.S. exporters a bonus market of more than 20 million consumers residing in neighboring countries. Thisis
excellent potentia for the sale of U.S. high-vaue consumer food products.

é Industry estimates of retail food sdesin Nigeria during calendar 2001 averaged $13 billion. This conssts:

Type of Food Product %
Imported High-Vaue Food Products (HVP) 25
Partly processed and packaged in Nigeria 33
Totdly processed in Nigeria 07
Locally-produced foodstuffs, including: fresh fruits and vegetables, mest, and fish 45
Total 100

é HVP sdes dropped 5 percent in 2001 and lower growth rates are anticipated for 2002 due mainly to the initiation
in May 2001 of the dua import ingpection policy. Thisingpection policy requires al imports to Nigeria to pass
through two clearance ingpections- i) a pre-shipment ingpection (PSl) in the country of export by a GON-
appointed PSl agent prior to shipment and, ii) 100 percent destination ingpection at Nigeria s port of entry.

é The GON divided al countries into four zones and each zone assgned a PSl agent to handle PSl activitieson its
behdf. The United States belongsto Zone C which is assigned to Swede Control/Intertek. The shipper or
exporter arranges for the PSI to be done.

e Importers report that Swede Control/Intertek in the U.S. do not cooperate with them to bend the rules especidly,
when they seek to minimize or avoid tariff payments through adjusting invoice vaues for their shipments. With
import duties for processed foods running as high as 100 to 150 percent, many importers oftentimes, choose to
ship their U.S. consgnments to the EU countries where the consggnments are re-ingpected, re-documented and
transshipped to Nigeria. Other importers dso, ship their conggnments to ports in neighboring countries where
they enter the Nigerian market through a cross-border smuggling chain.

é Although the dua inspection aims to reduce/diminate tariff avoidance and product conceslment by importers, it

dows down Nigeria simport trade asit imposes additiona costs and adminitrative time on imports. The GON
has however, proposed to stop implementing the PSI from January 1, 2003 and, operate only destination
ingpection port clearance system.
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The sdle of imported HVP in Nigeria however, islikdly to resume its upward trend due to:

# A rgpidly growing population.

# Expatriate community, a 5 percent of the population, isgrowing and is reflecting increased foreign
investors migration in Nigeria

# The Nigerian consumer views U.S. food products as high-quality items and readily adapt U.S. tastes and
preferences for snacks and convenience-type foods.

# An expectation that the loca agricultural and food processing sectors will remain inefficient due to lack of
infrastructure, inadequate policies or implementation of some good policies on these sectors.

# Cross-border smuggling activities remain and is likely to continue with GON’ s high tariff policiesand
inadequate domestic supplies to substitute imports.

é The EU dong with Asan suppliers dominate the HV P export businessin Nigeria. Although the U.S. share of the
import market is growing, it remainslow at 6 percent.

é With Nigerian food importers commenting that they prefer buying from European and Asian suppliers because
these countries' export communities show greater understanding and cooperation regarding the specia
documentation needs of the Nigerian importer-community, Post believes that the new GON'’s destination
ingpection policy will remove this advantage and will, in the long term, make U.S. processed foods more price
competitive in this market and will assst in market share gain for the United States if effectively enforced.

é U.S. exporters need to show interest in this market to benefit from abounding opportunities existing in Nigeriafor
increased sdles of U.S. food products. To alarge extent, this means devel oping business relationships with loca
importers. Astrade relationship develops, the initid impression and reservations about doing businessin this
environment will be overcome.

é USDA/FAS has an office in Lagos, the commercid nerve-center of Nigeria. This USDA office maintansa
database of Nigerian importers of food and agricultura products. It aso, has programs that assst U.S. exporters
to establish contacts with Nigerian importers as well as assigt loca importers to promote HVPs originating from
the United States. U.S. exporters are urged to consult with the FAS office in Lagos, Nigeria before initiating
business with potentid importers.
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Advantages and Challenges:
Advantages

Challenges

Nigeria s populaion of more than 120 millionis
growing a an annud rate of 3%.

Average per capitaincomeis etimated at $350.

There is massive rurd-urban migration.
Continued urbanization increases demand for
imported HVPs.

U.S. food products are not reedily availablein
Nigeria, are relatively unknown to local
consumers and imports are not purchased with
concessionary credit.

The Nigerian consumer’sview of U.S. food
products as high-quality items and a generdly
fast changing lifestyle and consumption pattern
aong the western cultures.

Shipment freights from the U.S. are sgnificantly
higher than those from the EU and Asian
countries.

Nigerian consumers readily adapt U.S. tastes
and preferences for snacks and convenience-
type foods.

U.S. exporters are not as flexible astheir EU
and Asan counterparts regarding importer
requests on packaging and documentation.

More Nigerian consumers now view shopping in

more enjoyable and time saving.

supermarkets and convenience stores as cleaner,

Infrequent direct U.S. to West Africa shipping
routes. Transshipments, often madein the EU
and recently in South Africa, result in added cost
and longer shipping periods.

An increase in femae employment and children
attending schools and an increasing exposure
especidly, of the middie-and high-income
groups, to commercid advertising for imported
foods through internationa broadcasting, print
media and the Internet.

The newly introduced destination ingpection
takes longer shipment and clearing time for lack
of port clearance facilities.

Domestic food processing is underdevel oped.
Expectations are high that the loca food
processing sector will remain inefficient and
many of the imported HVPs do not have
aufficient localy-produced subdtitutes.

Import duties for processed foods run as high as
75 percent but average about 45 percent.
GON'’s ahility to stop cross-border smuggling
and under-valuation is sugpect.

Approva of loca banks for the USDA’s GSM
export credit programs and the extension of
Supplier Credit Guarantee Program to Nigeria
since 1999.

A negative view of Nigerian businesses among
U.S. exporters.
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GON' s dedtination ingpection policy will remove
the advantage of under-vauation which Nigerian
importers have alegedly received from other
supplier-countries if well enforced.

Lack of freight consolidatorsin the U.S. to
handle Nigerian importer ordering and shipping
requirements.

U.S. grocery items entering Nigeriaenjoy a
bonus market of about 20 million from
neighboring countries.

Mod retal food outletsin Nigeria are family-
owned and lack adequate capital for expanson
and training.

SECTION Il. EXPORTER BUSINESS TIPS

e Importer preference is evident for HV P with the following characteridtics:

# Reatively small-szed products, prepared and packaged for one-time use.
# Bulk products that can be re-packaged locally.
# Perishable food products processed and packaged for long shelf life without refrigeration.

é All imported HVP must be registered with the National Agency for Food and Drugs Adminigtration and Control
(NAFDAC) to belegdly importable into Nigeria

# NAFDAC isthe GON regulatory body for food product manufacturing, importation, advertisement and

digribution in Nigeria

# An application for the regigtration of aregulated product shal be made by the manufacturer. Foreign
manufacturers, must be represented in Nigeria by aduly registered company which can be easily contacted

to effect a product recall if necessary.
# NAFDAC consdersthe loca importer to be acting as a representative of the foreign manufacturer. In

practice, it isthe local representative that handles/coordinates the registration process for imported foods.
# Please see FAIRS Report No: NI006 (Import Regulations) for details.

é The Nigerian Customs Service (NCS) isthe GON agent for import duty collection.
# Import duty rates for HVPs run as high as 100 to 150 percent.
# All HVP imports are assessed at 5 percent Vaue Added Tax (VAT).
# The5 percent VAT ison CIF vaue plus (+) import duty + port surcharge assessed at 7 percent of import
duty + 1 percent of import duty(called Customs Service inspection charge).

é All HVP exported to Nigeria are subject to 100% destination ingpection snce May 2001, concurrently with pre-
shipment inspection by approved GON agent. By January 1, 2003 only destination inspection will bein effect.
# Duein part to pressure from domestic manufacturers claming that goods were being dumped in the
country, duty reduction/avoidance practices, and dlegations of improper foreign exchange activities, GON
implemented 100 percent ingpection regime for al imports.
# Importers of high-value food commodities however, reportedly sill practice the customary duty
reduction/avoidance practices. Every efficient Nigerian importer knows about *how to make things
happen’. Rules can be bent to move importsinto Nigeria.
# The present customs clearance procedure, high tariff policies and lack of modern ingpection/cargo handling
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equipment at the Nigerian ports, sill encourage importers to ship their goods to neighboring countries
where they are easily transported by road to the Nigerian market.

# Nigerian borders are il porous for smuggling activities despite intensified efforts by the Nigerian Customs
at the borders. Often, importers utilize the services of specidized firms (smugglers) to transport these food
itemsinto Nigeria across the borders.

# A large proportion of HVP exported to other West African countries are for the Nigerian market. Nigerian
importers may purchase these items directly from overseas suppliers or they may purchase from importers
of neighboring countries.

Payment for Imports. Theimporter normaly applies for his foreign exchange requirements from the Centra
Bank of Nigeria (CBN) by completing a‘Form M’ document. The ‘Form M’ document requires importation
details such as. vaue, volume, country of origin, etc.
# The importer takesthe ‘Form M’ to his bank which then bids on his behdf for the foreign exchange from
the CBN. If the bid is successful, the bank opens a Letter of Credit for the importer.
# Opening letters of credit in Nigeriaisrdatively expendve and can be atime-consuming affair. Itis
therefore, inconvenient to both Nigerian importers and their suppliers.
# Most Nigerian importers therefore, prefer and utilize bank transfer method to pay their overseas suppliers;
in which case they smply
purchase foreign exchange Composition of the Retail Sector in Nigeria
through either the banks or
theinforma channdswhich
saves them time and rigor
associated with payments
through the Form M.

Traditional Markets=55%

Onvenience Stor es/
Small Groceries= 40%

Theretall food sector in Nigeria
consgs of large supermarkets,
convenience stores/smal
groceries, and traditiona open air markets. These groups accounted for gpproximately 5 percent, 40 percent and
55 percent respectively, of totd retail food sdes.

Industry estimates put proportion of al retail sales of imported consumer-ready food products in Nigeriain 2001
handled by Supermarkets at approximately 20 percent; Traditiona markets merchandised a gpproximately 40
percent (by vaue) and; Convenience stores, 40 percent

The mgor playersin Nigeriafor merchandising of imported HVP are;
# Importers
# AgentySole Representatives
# Wholesders
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# Sub-WholesdersSuper Retalers
# Realers

Distribution Flowchart for Expormariein Diatriladion Flawchart far Casrvanisncs Ktaras

fdlo

ing
illustr
ates
the
inter-
relati
onshi
p of
these
playe
rsin
merc
handi
sng
impo
rted
HVP

Nige
ria

UNCLASSFIED Foreign Agricultural ServicelUSDA



&

&

Page 8 of 13

Please see Podt’s Retail Sector Report for additional market profile information.

Hotels and food catering services represent asmall but growing outlet for imported HVP. Sdes potentid in this
area exigs as the new democratic government brings forth an improved environment for business and tourism.
# Anincreasing number of middle-aged Nigerians, especidly educated professonds, prefer to meet their
business contact a restaurants.
# A small but growing number of restaurants offer food products and services demanded by these affluent
consumers.
# Anincreasng number of food caterers offering mobile service in homes, offices and at socid gatherings.
# Fast food establishments offer the greatest opportunity for sales growth.
# Tourismisincreasing. The democratic GON is attracting tourists and foreign investors prospecting
businesses. For the first time, GON positioned tourism affairs and promotion at cabinet level.
# Hotels meeting internationd standards are very few and hotel management tends to be poor.
# Abuja, Lagos and Port Harcourt are the ided cities in Nigeriafor focusing our sdes effortsto the HRI
sector.

Domestic food processing is under-developed in Nigeria
# Capacity utilization within this sector averages no more than 35 percent.
# Decaying infrastructure and inappropriate economic policies have impeded the growth of domestic food
processing.

From industria estimates, origin and supply of imported consumer-ready food productsin 2001 are as follows:-
EU(60%), Asia(18%), USA(5%) and South Africa & Others(17%) asillustrated below:
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Originsof Imported Food Productsin Nigeria

European Union = 60%

é Thelow U.S. market share
is partly attributed to
higher freight costs and to
atendency of U.S.
exportersto be less
responsive to the Nigerian
importer demands
especidly, on
documentation and
product specifications.

Nigerian importers:
# Seek exclusive digtribution agreements from exporters.
# Demand for mixed container imports isincreasng.
# Want to minimize shipping costs and, therefore, seek the services of freight consolidatorsin the U.S. that
can handle their ordering and shipment needs.
# Sill anticipate that their foreign suppliers will meet their desire to under-invoice in order to reduce import
duty payments.

New-to-market U.S. food and agricultura products exporters should consider the following market entry
Srategies and tactics.
# Contact the Agriculturd Attache at the USDA/FAS office located in the American Consulate, Lagos-
Nigeriafor assstance in sdlecting alocad distributor/agent or representative.
# Appoint alocd distributor/agent or representative in Nigeriato register the products with the gppropriate
GON regulatory bodies, to introduce their products, and to develop consumer demand.
# |dentify and sdll through consolidators based in the U.S. who are serving the West African region.
# Exhibit, especidly at the FMI supermarket trade show in Chicago, which iswell attended by Nigerian
importers and where follow-up contacts can be made.
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# Offer food product shipment in mixed-lot containers.

# Offer flexible shipping volumes.

# Support activities for in-store and point-of-sale promoations in numerous small-sized outlets.

# Adopt a pricing strategy which encourages importers to initiate buying activity with U.S. suppliers.
# Send sample products and sales catalogs to Post during loca promotions of U.S. high-value foods.
# Reguest Pogt assstance in finding local importer-distributors for product registration and marketing.

SECTION IV. BEST HIGH-VALUE PRODUCT PROSPECTS

frozen poultry pasta shack foods ice cream | breskfast ceredls
(Aaaa)* products (Aaa) (Aaa)
(A2a)
acoholic beverages fruit preparations & fish products non-acoholic
(Aaa) juices (Aaaa) (Aaad) beverages
(Ad)
canned vegetables Frozen Prepared spices bakery and food
(A) Foods (AQ) (Aaa) preparation ingredients
(A2a)
cooking oil beer candy powdered beverages
(AQ) (Aa) (A) (Aaa)
tomato purees Franchise for Hotd, margarine wine
(A) Restaurant & Fast (AQ) (A9
Food
products/services
(Aaag)
A = Prospect

Aa = High Prospect

Aaa = Higher Prospect

Aaaa = Highest Prospect

Aaaa* = Highest Prospect but banned for imports

SECTION IV: POST CONTACT AND FURTHER INFORMATION:

1) Agriculturd Affairs Office
American Consulate Generd

#2, Walter Carrington Crescent
Victorialdand, Lagos-Nigeria
Tel/Fax: 234 -1 - 261-3926, 7750830
e-mal:- aglagos@fas.usdagov
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2) Nationa Agency for Food & Drug Adminigtration & Control (NAFDAC)
Plot 1057, OFF Moshood Abiola Road

By Oyo Road, Area 2

Garki, Abuja-Nigeria

Tel: 234-9-2346380-3

Webste www.NAFDAC.org

3) Nigeria Customs Service

Customs Headquarters

3-7, Abidjan Street

off Sultan Abubakar Way, Wuse Zone 3
Garki-Abuja-Nigeria

Tel: 234-9-5236394, 2534680

Fax: 234-9-5236394, 5234690
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EXPORTER GUIDE
APPENDIX I. STATISTICS

TABLE A. KEY TRADE & DEMOGRAPHIC INFORMATION

Agricultura Imports From All Countries ($Mil) 1,600/15

/ U.S. Market Share (%) ¥

Consumer Food Imports From All Countries 670/5

($Mil) / U.S. Market Share (%) Y/

Edible Fishery Imports From All Countries na

($Mil) / U.S. Market Share (%)

Tota Population (Millions) / Annud Growth 120/3

Rate (%)

Urban Population (Millions) / Annud Growth 65/3.1

Rate (%)

Number of Mgjor Metropolitan Areas ? 20

Size of the Middle Class (Millions) / Growth 5/2

Rate (%) *

Per Capita Gross Domestic Product (U.S. 320

Dallars)

Unemployment Rete (%) 4.1

Per Capita Food Expenditures (U.S. Dollars) 246

Percent of Female Population Employed #/ na

Exchange Rate (US$1 = 126 local currency)® 126
Footnotes

1/ FAS web-enabled UN Trade database.

2/ Population in excess of 1,000,000

3/ Middle class is the proportion of the population earning an average annual income of $600 to $2,000.
4/ Percent against total number of women (15 yearsold or above).

5/ Note, if necessary, any significant exchange rate movements since the previous year.

NOTE: Thisreport does not include Tables B and C since the FASweb-enabled UN TRADE Database does not contain statistics for
Nigeria.
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